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INTRODUCTION

The purpose of this document is to describe the contra  ual framework for electricity 
exports from Georgia to Turkey. Some of the agreements described have application in 
the internal Georgian electricity market, but the focu  is on export transactions to Turkey 
from renewable energy projects, particularly hydropower projects (“HPP”). There is also 
a brief discussion of several policy and institutional issues in preparation for market 
based export transactions.

A helpful reference, while somewhat complicated at first glance, is the chart that follows 
the Introduction section (Chart 1). This chart illustrates     contractual arrangements 
between the various parties in export transactions Turkey. This document will provide a 
description of those contracts.  

In some cases, the description of the contractual arra  ement will be brief. For 
example, a service agreement that a market participant signs for transmission service is 
essentially an agreement to accept the rights and responsibilities of being a 
transmission customer; that is, to adhere to the trans ission grid code and transmission 
tariff. In other cases, the description is more detailed where the agreements involve 
more complicated issues such as:

Clearing and settlement of export transactions, potentially through a power 
exchange and associated clearing house;
Protecting the HPP against the financial risk of unforeseen export restri     s that 
are not a result of the HPP failing to fulfill its obligations.

As part of the contractual framework, the concept of a Border Node Power Exchange 
(“BNPX”) is shown in Chart 1. The function of the BNPX, explained in more detail in   e 
body of the document, is to provide an anonymous electronic trading platform for a 
pricing node at the border where Georgian Exporters and Turkish importers can enter, 
clear, and settle transactions in a special purpose power exchange and associated 
clearing house. 

The first section of the document addresses the contracts shown in the various lines 
originating from the HPP box in Chart 1 including:

Implementation Agreement and Memorandum of Understanding
Guaranteed Power Purchase Agreement
Connection Agreement
Transmission and Dispatch Agreement
Transmission Service Agreement
Market Operations Service Agreement
Energy Supply Agreement
Consolidator Agreement
Border Node Power Exchange Service Agreement
Balancing Responsible Party Agreement

•

•

•
•
•
•
•
•
•
•
•
•
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The second section of the document addresses the contracts involving Georgian partie  
other than the HPP:

Transmission Grid Code
Interconnection Operation Agreement
TSO – MO Agreement
Market Rules
MO – BNPX Agreement
MO – MO Arrangement

The third section addresses the contracts with parties in Turkey. This is a more high 
level review since the Georgian Exporters are not parties to those agreements.  
However, some level of familiarity is required to participate effectively with Turkish 
importers in the Turkish market.

Turkish Importer – Balancing Responsible Party (“BRP”) Agreement
PMUM/EPIAS – Takasbank Agreement
PMUM – EPIAS Transition
Turkish Importer Market Activities

•
•
•
•
•
•

•
•
•
•
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CHART 1

CONTRACTUAL ARRANGEMENTS

MO-MO 
Agreement

TSO-TSO 
Agreement
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Balancing Market 
Agreement
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1 There are also “MOUs” in place that serve the same purpose as an implementation agreement.  Parties are GoG, 
ESCO and HPP.  Implementation Agreements are typically used for larger size projects and  OUs for smaller 
projects.  An MOU in Georgia has more of a contractual framework of rights and obligations including penalties as 
compared to how the term MOU is often used elsewhere.

SECTION 1

HYDROPOWER PROJECT AGREEMENTS
Implementation Agreement and Memorandum of Understanding (“ MOU)1

Parties: Hydro Power Project (“HPP”), Government of Georgia (“GoG”) represented by 
the Ministry of Energy and Natural Resources, Electricity System Commercial Operator 
(“ESCO”), and Energotrans.

Purpose: This agreement defines the rights and obligations of the parties with respect to 
items such as government assistance in licensing, obtaining water rights, permitting and 
construction commencement provisions, delay penalties, and winter export restrictions. 
It includes a put option for the benefit of the HPP for ESCO to purchase the output
through a Guaranteed Power Purchase Agreement. The Implementation Agreement 
also obligates Energotrans to enter into an agreement to provide the HPP with the 
necessary transmission capacity to export. These services are on a take or pay basis 
for both parties.

Current status: There are 1154 MW of currently active projects under MOUs. Another 
1058 MW signed MOUs are on hold due to environmental, social and other  easons or 
under assessment by the investors.

Future action: It is likely that HPP developers will need assurances from the GoG similar 
to those contained in the implementation agreement in order to move forward with 
projects in the future. As a result, there is going to be a continued need for this type of 
agreement.  

Discussion: There are two areas of policy issues that are likely to impact 
Implementation agreements in the future. First, in order to maintain independence as 
ESCO transitions to a market operator role, ESCO might not be buying or selling power 
(except perhaps during emergency situations from other countries). Therefore, 
decisions are needed as to what entity will be the guaranteed purchaser and whether 
the three month winter put option will still be offered to future HPPs.

The second issue is how the GOG will manage implementation agreements and MOUs 
in the future. There is limited capacity available for export compared to the numerous 
HPPs that are anticipated. Therefore, the question of how many additional new 
implementation agreements and MOUs to sign, how much connection capacity is 
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2Article 36. Newly Built Power plant:

1. If the electricity, transmitted by newly built power plant at the receipt point has not been (fully 
or partly) purchased through the Direct Contract, signed in advance (including the Direct 
Contract, signed between the power plant owner eligible enterprise and System Commercial 
Operator, in compliance with the legislation in force  nd/or enactment of Georgian 
Government), the newly built power plant is considered as the seller of electricity to the System 
Commercial Operator, through the direct contract, composed under the Standard Conditions. 

2. The System Commercial Operator buys the balance electricity and carries out the settlement 
with newly built power plant, within the scope of Direct Contract, composed under the Standard 
Conditions: a) From September 1 till May 1 of every calendar year, based on the Stan   d 

promised, and how to terminate implementation agreements where progress is not 
satisfactory are all policy issues that merit discussion.

Parties: HPP and ESCO

Purpose: This agreement provides the terms under which the HPP may, at its option, 
sell and ESCO will purchase electricity in the three winter mon  s of the first ten years 
of plant operation (in accordance with the requirements of the Implementation 
agreement or MOU).  

Current status: Certain information regarding ESCO’s activities are shown on its web 
site. That site currently shows twenty two Memorandums with five Power Purchase 
Contracts. Details on signed power purchase contracts with specific HPPs are not 
public. ESCO informs us that as a rule every contractual arrangement has its own 
individual approach. In the majority of cases, at the beginning of every year the HPP 
enters an agreement with ESCO whether it will sell power to E    or to some other 
party during winter months. If sold to ESCO, the price is fixed at the amount agreed
under the MOU.

There is no purchase obligation for ESCO in the other nine months in the year. If the 
HPP has excess generation, the electricity is automati ally sold to ESCO with the 
standard conditions of the Direct Contract at the pric  envisaged by the legislation in 
force and under the Market Rules. Article 36 (2) (Newly Constructed Power Plants) of 
the the Market Rules define that in winter ESCO shall buy  or the highest tariff of 
balancing electricity while in Summer for the lowest tariff set by GNERC2. 

GUARANTEED POWER PURCHASE AGREEMENT 
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Conditions of Direct Contract, with the highest tariff (price) of electricity, sold to the System 
Commercial Operator by the electricity (capacity) generators, except the tariff of electricity, 
generated in the test mode of reserve capacity source;  b) From May 1 till September 1 of every 
calendar year, with the tariff of those power plants t at have the lowest regulated fixed tariff 
established by the Commission.

Future changes: As ESCO transitions to an independent market operator  ole, 
consideration should be given to how to address ESCO’s long term power purchase 
obligations.  

Parties: HPP and Transmission Licensee

Purpose: This agreement defines the rights and obligations of the parties with respect to 
connecting to the transmission system.

Current status: Connection provisions are incorporated into a Transmission and 
Dispatch Agreement (“TDA”) and other provisions are included in Market Rules.  

Future changes: The Transmission Grid Code draft that is currently under discussion at 
the working group level includes certain standards for generator connections. The 
concept of a connection agreement is referenced in the Transmission Grid Code, where 
the connection agreement includes the site-specific details for the HPP’s connection to 
the transmission system. It seems that it would be useful to draft a template connection 
agreement as part of a package of agreements to be prepared to facilitate HPP
development.

The connection agreement should include project specific sections that describe 
customer qualifications, connection capacity, commitme    to provide connection 
capacity for export, Transco obligations for failure t    ovide services, and HPP take or 
pay obligations.

Parties: HPP, Transmission Licensee and ESCO

Purpose: This agreement addresses the transmission and dispatch of electricity from 
the HPP including:

Grants the HPP the right to connect in accordance with market rules subject to
satisfying relevant technical requirements and laws;

CONNECTION AGREEMENT (FUTURE)

TRANSMISSION AND DISPATCH AGREEMENT

•
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•

•

•
•

•

Obligates the Service Providers to provide services and the HPP to take and pay 
for such services in accordance with Market Rules and applicable service fees;
Defines take or pay obligations for the HPP to pay for services and for the 
Service Provider(s) to pay for loss of profits if the  ervice Provider does not 
provide the services;
Establishes monthly generation volume quantities;
Obligates the Transmission Licensee to provide suffici nt capacity for to satisfy 
the HPP’s export transactions;
Provides for bank guarantees for the HPP’s failure to pay service fees or the 
Service Provider’s compensation to the HPP for failure to deliver services.

Current status: There are currently three signed TDAs totaling 1212 MW.

Future changes: With the anticipated transition to an infrastructure that includes a
Transmission System Operator, Transmission Licensees (i.e. transmission owner) and 
Market Operator, the provisions of a TDA can be replaced with a transmission service 
agreement, market operations service agreement, and a    nection agreement with 
appropriate references to the transmission grid code, market        and tariffs. These 
agreements would be drafted in a manner to include suc    oject specific provisions (for 
example, generation volume, export capacity, etc.) as     required.

Parties: HPP and Transmission Licensee

Purpose: The transmission service agreement obligates the transmission service 
provider to provide service to the HPP and for the HPP to take and pay for that service 
in accordance with the rules and procedures in the transmission grid code and at the 
price specified in the transmission tariff.  While a typical transmission service agreement 
is a standardized contract, we have also added certain project specific provisions shown 
in the last bullet below. Alternatively, these project specific provisions relating to 
transmission could be included in the Implementation agreement and/or Connection 
agreement.

Current status: There is not a transmission service agreement in the current contractual 
framework. The TDA now in use obligates the parties to operate in accordance    h 
Market Rules and applicable laws, including the obligation for the Transco to prov    
transmission services and sufficient export capacity to satisfy the HPP’s export 
transactions. It obligates the HPP to pay fees for transmission and dispatch service in 
accordance with applicable tariffs.  

Future action: Draft a transmission service agreement template that includes provisions 
such as:

TRANSMISSION SERVICE AGREEMENT (FUTURE)
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•
•
•
•
•

States customer qualification for services
Commits parties to provide and take and pay for transm   ion service
Commits to the HPP to supply required information
Provides contact information
Incorporates Transmission Grid Code and Transmission T       y reference

Parties: HPP and Market Operator

Purpose: This is a service agreement that obligates the MO to provide market operation 
services and the HPP to take and pay for those services in accordance with the Market 
Rules and applicable tariffs. 

Current status: There is not currently a Market Operations Service agreement included 
in the contracts signed by a new HPP.  Instead, the Implementation agreement or MOU, 
as applicable, requires the HPP to abide by the Market Rules and obligates the HPP to 
sell electricity within Georgia for three winter months (with a put option to sell such 
electricity to ESCO at a specified price through a Gua anteed Power Purchase 
Agreement).

Future action: Draft a Market Operations Service agreement with the same type of 
qualification provisions as the transmission service agreement, inco    ating the Market 
Rules by reference.

Discussion: ESCO is currently working on the transition to hourly settlement and revised 
Market Rules. In time, these will incorporate the concepts of Georgian Electricity Market 
Model(“GEMM) 2015. This is a crucial effort for HPP projects. While this paper will not 
address Market Rule changes that will come about as a result of the transition to GEMM 
2015, the MO service agreement will obligate HPPs to c mply with any Market Rule 
changes as they take place.

Parties: HPP and Turkish Importer

Purpose:  This agreement describes the terms under which an HPP  ill sell to a Turkish 
importer.  

Current Status: A template Energy Supply Agreement (“ESA”) has been drafted and is 
available as part of the USAID Hydropower Investment Project (“HIPP”).  An “Overview 
of Energy Supply Agreement” dated March 14, 2013 is attached as Appendix 1 and is 
also available at www.hydropower.ge.

MARKET OPERATIONS (“ MO” ) SERVICE AGREEMENT (FUTURE)

ENERGY SUPPLY AGREEMENT
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Future Action: The template ESA can be used as a starting point by Georgian HPPs 
and Turkish importers as the parties negotiate a final energy supply agreement.

Parties: HPP and Consolidator

Purpose: The function of a Consolidator is to aggregate electricity from several small 
HPPs to maximize the potential for profitable export transactions. Larger volumes would 
be more attractive to Turkish importers, and a Consolidator would presumably have 
more expertise in arranging such sales. A Consolidator agreement describes the terms 
under which a Consolidator would purchase electricity from one or more HPPs and 
resell to Turkish importer(s).  

The key provisions of the template Consolidator agreem      e:

Consolidator buys electricity in accordance with a specified fixed price and 
monthly energy schedules;
Daily and hourly schedules are prepared 10 days prior to each month;
Purchases are take-or-pay, but the Consolidator is exempted for certain reas  s 
including actions by the Transmission and/or Distribut on Licensees (i.e. 
presumably actions to restrict exports);
The HPP is exempt from its delivery obligations for force majeure reasons, 
including low water.

Current status: A template Consolidator agreement has been drafted as  art of the 
HIPP project.  This is attached as Appendix 2.

Future action: Entities may use the template Consolidator agreement as a starting point 
for negotiations.

Discussion: A Consolidator may export electricity, but is not permitted to sell electricity 
within Georgia under current legislation. It may be worthwhile to consider modifications 
to existing legislation that would ease these restrictions. The benefits of a Consolidator 
(primarily aggregating the output of small generators      a more substantial power 
supply with better ability to negotiate power sales agreements) would be present in both 
the domestic and export markets.

HPP – CONSOLIDATOR AGREEMENT

•

•
•

•
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3 “Role of Physical Power Exchanges in the Electricity Wholesale Market” Coralia Verdugo Penados October 8, 2008 

BORDER NODE POWER EXCHANGE AGREEMENT(“ BNPX” ) (FUTURE)
Parties:  Border Node Power Exchange, Georgian and Turkish suppliers and customers 
using the power exchange; Georgian and Turkish transmission system operators and 
market operators.

Purpose: For the purpose of this document, the BNPX refers to a limited power 
exchange to facilitate day-ahead transactions at the border between Georgia and 
Turkey. This concept is offered as a way to increase the volume of transactions at the 
connection and optimize its use. The BNPX agreement would lay out the rules and 
procedures for participating in the power exchange.

Description: A power exchange is an organized marketplace for physical electricity 
transactions in the day-ahead or intraday market. Its scope can cover an entire country 
or have a more limited application. The goals of a power exchange are to3:

Facilitate electricity trading - gather potential sellers and buyers using the 
interconnection for day-ahead transactions into a single market;
Foster competition - bidding process;
Ensure transparency – anonymous matching of bids and offers with public 
market clearing prices;
Develop liquidity – active use of the power exchange will improve market 
liquidity;
Establish the credibility of its price index – daily published prices are a useful tool 
for evaluating bilateral transactions;
Reduce credit risk – power exchange’s clearinghouse will be the counterparty to 
all transactions.  The clearing house function is described in the Clearing House 
section below.

The BNPX established would accept bids and offers for day-ahead purchases and sales 
in both directions across the interconnection. Electricity would be delivered at the border 
with the exporting party responsible for transmission  ost to the delivery point and the 
importing party responsible after the delivery point.

The BNPX would be informed by the Transmission System Operators (“TSOs”) in each 
country about the Available Transmission Capacity (“ATC”) for the following day. The 
BNPX would clear its market for cross border transactions up to the ATC volume. This 
could be done in two ways; either separate from the day-ahead auction administered by 
EPIAS, or integrated into the day-ahead auction. 

•

•
•

•

•

•
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4 Market coupling involves the use of implicit auctions     lving two or more power exchanges where bids and 
offers for imports/exports are evaluated simultaneously to produce optimum supply outcomes over the multiple 
markets.  Winning bidders in implicit auctions obtain   th the energy sale and connection capacity rights, 
eliminating the need for separate connection capacity auctions and energy transactions.

In its simplest form, bidders would specify prices tha  include both interconnection 
capacity and energy.  However, it may be valuable to c nduct a two-part auction.  That 
is, the first bid assume unconstrained interconnection capacity followed by a second bid 
in the event of constrained interconnection.  The benefit of a two-part auction is that the 
difference between the unconstrained and constrained clearing prices is the cost of 
congestion for that hour. That is a useful measure in the evaluation of the 
interconnection usage and value. It also may be used to calculate the congestion 
payments to the TSO depending on Georgian National Energy and Water Supply 
Regulatory Commission’s (“GNERC”) determination as to     treatment of congestion 
revenues.

The BNPX offers a partial market coupling 4 solution. While there is no day-ahead 
market in Georgia to permit full market coupling, the bids to the border node power 
exchange could be submitted on a schedule to be evaluated in the Turkish day-ahead 
market. Further, winning bidders will obtain interconnection capacity rights for cleared 
transactions as they would with implicit auctions. This eliminates the need for separate 
day-ahead explicit auctions for interconnection capacity. Additionally, the information 
gleaned from analysis of clearing prices and congestion cost will be very useful to 
participants in the day-ahead markets of both countries. Over time, the results in the 
power exchange market will influence activity and bidd    behavior in the day-ahead 
market of the countries.

Current Status: There is not currently a BNPX in place in Georgia to perform the 
activities described above. If a BNPX is to be established, a BNPX agreement would be 
developed for participants. There are numerous power exchanges operating in Europe 
and sample participation agreements are readily available.
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CLEARING HOUSE
Purpose:  An electricity market clearinghouse is a financial institution that provides 
clearing and settlement services for electricity market and over the counter (“OTC”) 
transactions. A clearinghouse assumers the counterparty risk for a trade, thereby 
reducing the risk of a firm failing to perform its settlement oblig tions. It also reduces 
risk by:

Netting offsetting transactions between multiple counterparties;
Requiring collateral deposits;
Providing independent valuation of trades and collateral;
Monitoring the credit worthiness of the firms;
Providing a guarantee fund that can be used to cover losses that exceed a 
defaulting firm's collateral on deposit.

Once a trade has been executed by two counterparties in a power exchange or OTC 
markets, the trade can be handed over to a clearing ho  e which then steps between 
the two original traders' clearing firms and assumes the legal counterpa  y risk for the 
trade (“novation”). 

A clearing house must be well capitalized and have strong risk management procedures 
as the clearing house takes on settlement risks.  

Georgian Clearing House

A Georgian entity might elect to become a clearing house associated with the BNPX.  
However, the enabling legislation for creating such an entity is relatively new and 
specific regulations are not yet in place for a clearing house.  

The functions of a clearinghouse in the Georgian securities market is conducte  by the 
Central Depository. Under the Law of Georgia on “Securities Market” there is a central 
depository, which is a licensed legal entity. The Central Depository has account 
relationships with several commercial banks and makes clearing and settlement v   the 
commercial banks and serves as an intermediary. The Central Depository is restricted 
to carrying out activities other than the activities connected with Central Depository and 
Securities Registrar as defined by the National Bank of Georgia.

The Law on Payment Systems and Payment Services, adopt   in July 2012, will enable 
the creation of a clearing house in Georgia. The law i  aimed at the support of effective 
functioning of payment systems throughout Georgia. It defines the principles of 
regulation and supervision of payment systems and payment services and regulates the 
issues connected with the financial collateral. 

•
•
•
•
•
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The law creates a payment system operator and payment system p ovider.  The law 
includes the definition of terms, including clearing system.  A clearing system is defined 
as a set of rules and standard procedures existing among three or more participants 
where a transfer order sent by participant is carried  ut and net positions are calculated 
among participants for payment. The calculation of net positions is based on the 
principle of an operator acting a counterparty in all buy and sell transactions.  

The Payment System Law does not have any specific prov  ions for the payment 
system operator or provider to act as counterparty in el ctricity market transactions.  
The law states that clearing rules may be approved by secondary legislation adopted by 
the National Bank of Georgia. These rules have not yet been drafted. Therefore, 
secondary legislation would be needed to establish a functioning clearing house.  

Apart from the current legal status, there is the question of what entity would establish a 
clearing house in Georgia. The Bank of Georgia or other banks would need to assess 
the risks of taking on counterparty risk in a volatile electricity market.  

Turkish Clearing House Status

The clearing house situation is somewhat further along in Turkey, but is still developing.  
Currently PMUM, a department within TEIAS, operates the day-ahead market, the 
balancing power market, and the ancillary services mar et. PMUM is the central 
counterparty for day-ahead-market and balancing power market trades.  A new entity, 
EPIAS (described more fully in the Selected Turkish Agreements section), will take over 
the PMUM role and will expand its function in the market.   PMUM, and EPIAS in the 
future, act as the counterparty in the Turkish market.

Takasbank is the central settlement bank that acts on  ehalf of PMUM for all market 
operation related payments and collections.  While Takasbank is a clearing house for 
the stock exchange and derivatives exchange, it is not   clearing house for the 
electricity market.  The electricity market clearing and settlement role of Takasbank is 
described in the PMUM/EPIAS Arrangement section later in this document.

It is possible that EPIAS and/or Takasbank could take  n the role of clearing house for 
the BNPX in the future.  However, there are European power exchange operators and 
clearing houses that might play that role as well.

Combined Entity

It may be beneficial to consider a combined entity that might be formed involving
Georgian, Turkish, and other parties to operate a BNPX and clearing house.  If the 
concept is agreed to by Turkish and Georgian stakehold  s, discussions could take 
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place with entities might have an interest in such activities.  EPIAS, ESCO, Takasbank, 
Bank of Georgia, and an existing European commercial power exchange/clearing house 
could all consider some role.  For example, European Commodity Clearing AG (ECC) 
and TEIAS signed a Memorandum of Understanding for cooperation on the 
establishment of a Turkish Energy Exchange in July, 20     EEC is a power clearing 
house for a number of power exchanges in Europe.  Ther            to be some interest 
for commercial clearing houses and market operators to become involved in the 
development.

Future Action

The initial step in the process would be to introduce     concept to Georgian working 
groups and their Turkish counterparts. If the working     ps jointly determine that a 
BNPX is a beneficial path to pursue, then detailed studies    ld commence along with
discussion of interested participants in the power exc ange.

Parties: Turkish importer and Turkish BRP, and potentially the   P.  

Discussion: This agreement is discussed in more detail in the Selected Turkish
Agreements section because it is a Turkish requirement for the Turkish importer to 
either serve as its own Balance Responsible Party or be part of a Balance Responsible 
Group where a member of that group is the Balance Resp  sible Party.  

The parties to a BRP agreement would be determined as     HPP project development 
moves forward.  Regardless of whether the HPP is a party to the BRP agreement, the 
HPP would be involved to the extent that would have a strong financial interest to the 
extent it must pay for any delivery shortfalls.

It would seem to be an advantage for the HPP to sell to an importer that is part of a 
Balance Responsible Group that includes generation res  rces.  This may improve the 
opportunity to negotiate provisions, in the event of non-delivery, that aremore 
predictable than Turkish spot market prices.

On a related note, another means of reducing HPP non-delivery risk would be to 
contract with a Consolidator where the agreement might include increased generation 
by other HPPs within the group in the event of decreased generat on by the HPP.  

BALANCING RESPONSIBLE PARTY (“ BRP” ) AGREEMENT
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5 The transmission grid code working group discussing the transmission grid code may elect to call this entity by a 
different name to be consistent with current legislation.

TRANSMISSION SYSTEM OPERATOR AGREEMENTS

TRANSMISSION GRID CODE (FUTURE)

TSO agreements with HPPs are described in the previous section (TDA, transmission 
service agreement, implementation agreement and connec ion agreement).  This 
section addresses other TSO related agreements.

Parties: Transmission System Operator 5 , Transmission Licensees, Distribution 
Licensees, ESCO, generators, customers, and any other   tities using the transmission 
system.

Purpose: When complete, the transmission grid code will govern  ransmission activities 
in a manner that is largely consistent with transmissi   grid codes in Europe. This will 
facilitate future transactions with neighboring countries and, over time, with Europe.  
The transmission grid code includes chapters covering:

General Conditions;
Connection Code;
Planning Code;

Operating Code;
Scheduling and Dispatch Code;
Data and Information Exchange Code;
Metering Code.

Current Status

The transmission grid code is currently in draft form     is being discussed and edited 
by a working group including MENR, GSE, Energotrans and ESCO.  It is anticipated 
that it will be finalized in the near future.

•
•
•

•
•
•
•
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6 The requirement to enter into the IOA is contained in an inter-governmental agreement “Cross-Border Electricity 
Trade via Borcka-Akhaltsikhe Interconnection Line”.  This establishes the principles of trade across the 
interconnection line including, among other provisions, requirements to calculate available transmission capacity, 
providing the exporting country the right to allocate interconnection capacity  and giving priority to renewable 
energy sources. 

INTERCONNECTION OPERATION AGREEMENT (“ IOA” )6

Parties:  GSE, Energotrans and TEIAS.

Purpose: The IOA provides the technical parameters of operation and maintenance of 
the Borcka-Akhaltsikhe interconnection line between Georgia and Turkey and is 
intended to ensure implementation of electricity transfers as may be allocated to entities 
owning rights to use the interconnection capacity.

Description:  The IOA states that the duties of the operators include:

Provision of emergency assistance;
Coordination of dispatch;
Determination of operating limits;
Maintenance of reliability and security;
Exchange of information;
Coordination of voltage and reactive power;
Planning, scheduling and approval and monitoring of outages.

Provisions that are most relevant to HPPs are:

The parties to the IOA determine export directions for each month annually;
Available transmission capacity is determined annually and more often as 
required for relevant periods;
The exporting party allocates interconnection capacity under its published rules;
Monthly schedules are to be provided one week before t   start of the month and 
may be changed on a day-ahead basis if acceptable to GSE, Energotrans and 
TEIAS.

Current Status:  The IOA is in final draft form and is expected to be signed upon 
completion of the Borcka-Akhaltsikhe interconnection.  GSE, Energotrans and TEIAS 
are in discussions concerning further detailed operati    rocedures to implement the 
agreement.

Discussion: It would seem beneficial to increase scheduling flexibility in order to 
encourage maximum use of the connection. This may improve revenue and economic 
efficiency. One way to do this is to permit day-ahead transactions. The current 
operational concepts for the interconnection are restr      in terms of day-ahead 

•
•
•
•
•
•
•

•
•

•
•
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transactions.  If day-ahead transactions associated with any of the transiti  al 
approaches are to be permitted, the following items would merit consideration:

The IOA includes provisions for scheduling day-ahead transactions associated 
with monthly and annual transactions. It does not, how  er, include the concept 
of stand-alone day-ahead transactions;
In a given month, export transactions are only permitted from the “exporting 
country” as determined for that month on a yearly basis between GSE and 
TEIAS.  It is not hard to foresee circumstances when e port direction can change 
during a month due to weather conditions, hydrology conditions, market 
conditions, etc. This is particularly true for day-ahead transactions.
The concept of simultaneous contractual import and exp rt transactions is not 
currently present.  It is very possible that a long te    ransaction is flowing in one 
direction across the connection while a day-ahead transaction is flowing in the 
opposite direction.  Both transactions can be carried     simultaneously, with the 
physical flow being the net of the two.

Parties:  Transmission System Operator and Market Operator

Purpose: To define the rights and responsibilities of the TSO and MO in their mutual 
operations in electricity markets.

Description:   The agreement would include, among other provisions:

Description of responsibilities of each party;
Provision of market and system information and validat on of data;
Definition of time frames for market activities;
Cooperation in developing rules and procedures;
Commitment to use of consistent terminology;
Communication protocols;
Treatment of confidential information;
Actions during emergencies including alerts and trading restrictions;
Code of conduct.

Future Action:  Develop a draft TSO – MO agreement for discussion in working groups.

•

•

•

•
•
•
•
•
•
•
•
•

TRANSMISSION SYSTEM OPERATOR – MARKET OPERATOR 
AGREEMENT (FUTURE)
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TSO – BORDER NODE POWER EXCHANGE AGREEMENT (FUTURE)

MARKET OPERATOR AGREEMENTS

MARKET RULES

Parties:  TSO and BNPX operator.

Purpose:  To define the rights and responsibilities of the TSO and Border Node Power 
Exchange in their mutual operations in electricity mar ets.

Description:  This agreement is similar in many respects to the TSO – MO agreement.  
In addition to the bullet points listed above, this agreement would include:

Provision of daily available transmission capacity for power exchange related 
activities;
Scheduling rules and procedures for export transactions resulting from power 
exchange auctions;
Communications regarding daily available transmission capacity;
Winning power exchange bidders to obtain connection capacity rights for the 
transaction;
Liability provisions for either party causing schedule deviations.

MO agreements with HPPs are described in the HPP Project Agreements section 
(Implementation agreement/MOU, Guaranteed Power Purchase agreement, Market 
Operations Service agreement).  Further, the MO – TSO agreement is described in the 
Georgian Transmission System Operator section and the MO-.  This section addresses 
other MO related agreements.

Parties:  ESCO, TSO, Transmission Licensees, Distribution Licens es, generators, 
customers, and any other entities participating in the market.

Purpose: There are currently market rules in place.  There is a working group including 
members of MENR, ESCO, and GSE considering modifications to the market rules.  
The first step is expected to incorporate hourly settlements into the rules and 
procedures.  Ultimately, the market rules are expected to be consistent with GEMM 
2015, including among other changes, a transparent hourly balancing market, an 
auction mechanism to allocate connection capacity for  xports, and increased 
consistency with ENTSO-E rules and procedures.

Future Action:  Continue development of market rules through the working group 
process consistent with GEMM 2015.

•

•

•
•

•
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MO – BORDER NODE POWER EXCHANGE AGREEMENT

MARKET OPERATOR TO MARKET OPERATOR ARRANGEMENT (FUTURE)

Parties:  Border Node Power Exchange operator, EPIAS,MO, clearing house.  

Purpose: The BNPX is an electronic trading platform for anonymous transa tions at the 
Georgia-Turkey connection.  The purpose of this agreement would be to ensure that the 
activities of the power exchange are fully coordinated with the activities of the market 
operators in each country. It would define the rights and obligations of the BNPX with 
regard to its participation in Georgian and Turkish markets and in compliance with 
applicable rules and procedures.  Depending on the design of the BNPX, much of the 
contractual substance of the agreement will be contained in the market rules of both 
countries.  For example, if the power exchange is to submit bids and offers into the 
Turkish day-ahead market, it must do so in compliance with the rules and procedures of 
that market.  

The areas where the agreement would provide additional provisions beyond market 
rules and transmission grid code would include, among other provisions:

Coordination of power exchange, which is running the electronic trading platform 
for transactions at the connection, and the market operator which is responsible 
for the overall operation of the market;
Coordination of settlement and clearing house payments between market 
operators and the power exchange/clearing house.

Future Action:  Upon agreement that a BNPX is to be implemented, agreements such 
as power exchange operating agreement and agreements w    the TSOs and MOs 
would be drafted.

Parties:  ESCO and PMUM/ EPIAS

Purpose:  To establish rules and procedures for transactions and coordination between 
the market operators in Georgia and Turkey.  There are not any existing agreements in 
place between ESCO and PMUM/ EPIAS.  The need for an agreement between market 
operators becomes apparent if the Georgia and Turkey establish a BNPX and/or evolve 
toward a market coupling approach. These activities would require coordinated activities 
between the Georgian and Turkish market operators. Prior to that time, the need for 
such an agreement would be dependent on the roles of the market operators in 
purchasing energy in emergencies, how occasional imbalances in market schedule will 
be handled between the two countries, whether there is participation in the balancing 
market of either country by the market operator.

Description: One approach for MO-MO coordination would be to adopt some of the 
codes that are established and/or under development in Europe.  The Agency for the 
Cooperation of European Regulators (“ACER“) intends to address inter-market operator 
activities through a “Framework Guidelines and Network Codes“. One such framework 
guideline is balancing.  ACER describes this network code as: 

•

•
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“The Network Code on Electricity Balancing shall set the minimum standards and 
requirements needed for a competitive, harmonised and    ective EU-wide 
balancing market, concerning cross-border and market integration issues. In 
particular, it shall define the necessary level of harmonisation of the varying 
national balancing regime design elements, in order to foster European balancing 
market integration.”

The application of any specific elements in the ACER n twork code would need to take 
into account the specific circumstances of the asynchr  ous connection between 
Georgia and Turkey.  The advantage, to the extent that many of the provisions might 
apply, is that it would provide a good framework for further integration into the European 
electricity markets.

Discussion: The MO-MO relationship, in part, could be influenced by the treatment of 
cross border imbalances.  From a technical perspective, the asynchronous connection 
between Georgia and Turkey will likely result in reduced cross-border imbalances than 
two systems operating synchronously. The HVDC back-to-back substation can be 
operated in a manner to match physical flow across the interconnection to the 
scheduled volumes. As a result, for most hours, imbalances are not expected across 
the interconnection. In this respect, the situation is different than those European  ross 
border connections that operate synchronously.

There will be hours, however, where the cross border physical flow does not match the 
day-ahead schedule.  For example, a large generating unit   ip or major transmission 
outage in Georgia might necessitate a reduction in exp rts.   Similarly, congestion within 
the Turkish system caused by transmission line outages or higher than anticipated 
hydro plant output (causing congestion) might result in a reduction in imports as 
compared to the schedule.

In the case of such export restrictions, the Georgian HPP is not able to sell its 
scheduled electricity to its counterparty and the impo     will not receive its contracted 
volume.  The consequence is that the importer will buy intraday replacement power in 
Turkey and the HPP will, depending on the circumstance, reduce its output or sell the 
power in Georgia.

There are two means of mitigating this risk that are currently contemplated.  These are:

Negotiated ESA provisions, which will allocate risks between the HPP and 
importer.  In the template ESA, the HPP is liable for generation and transmission 
failure in Georgia; and Buyer liable for transmission      re in Turkey. Parties will 
seek to recover transmission failure through agreements with TSOs.  Parties are 
excused from liability for failure to deliver or accept under standard Force 
Majeure circumstances (Georgian Civil Code) and an Emergency Situation 
declared in Georgia or Turkey;

•
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• Transmission agreement damages, which require the tran  ission system 
operator to compensate the HPP if the reason for the export reduction is the fault 
of the transmission operator.  The difficulty that may arise is that this may be 
subject to dispute as to responsibility for the export reduction, leading to either 
negotiating a settlement or proving fault in court

The risk to the HPP remains if the cause for the export reduction is on the Georgian 
side of the connection and if the reduction is not the fault of the transmission system 
operator.  For this circumstance, a potential solution would be for the market operator to 
include in the settlement process a means to protect the HPP from financial harm that it 
did not cause.  This issue is addressed more fully in       uling and Imbalance 
Settlements Recommendations for Electricity Exports to Turkey” June 2012, USAID 
Hydropower Investment Promotion Project.

Parties:  Turkish importer and Turkish BRP, and potentially the HPP.  

Purpose: This agreement describes the terms under which a BRP w uld supply 
electricity to the Turkish importer in the event that the Georgian HPP did not meet its 
scheduled deliveries.  The intent is to protect the Turkish importer from som  of the 
financial risk of non-delivery.  It would also, depending on the BRP and ESA contract 
terms, provide more price certainty to the HPP in the  vent of the HPP’s inability to 
deliver scheduled energy.

Turkish Requirement:  Under Turkish rules and procedures, a Balance Responsible 
Party is responsible for settling any imbalances in the market with PMUM/EPIAS.  
Market participants may form a Balance Responsible Group, in which one market 
participant is designated as the Balance Responsible P  ty.  That market participant 
takes over, on behalf of the other entities within the Balance Responsible Group, the 
financial liability to PMUM/EPIAS for the energy imbalance of the Balance Responsible 
Group.  If a market participant is not part of a Balance Responsible Group, it is itself the 
Balance Responsible Party.

The Turkish importer would either be an individual Balance Responsible Party or part of 
a Balance Responsible Group.  Depending on the makeup  f any such Balance 
Responsible Group, the Turkish importer would either p y Turkish market prices for any 

SELECTED TURKISH AGREEMENTS

TURKISH IMPORTER – BALANCING RESPONSIBLE PARTY (“ BRP” ) 
AGREEMENT
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shortfalls in imports or rely on a generator in the Balance Responsible Group to 
increase its generation to make up the shortfall.

Current status:  We are not aware of any BRP arrangements currently in  lace. 
However, as potential Georgian HPPs consider the means that they have to manage 
risks, a BRP arrangement might be advantageous.  Furth r discussion of HPP risk is 
included below.

Discussion

The draft ESA and discussions with GSE and ESCO are helpful in understanding an 
HPP’s risk if exports are reduced or curtailed.  The major points are as follows:

Any generation or transmission failure on the Georgian side is the liability of the 
Georgian HPP and any transmission failure on the Turkish side is th  liability of 
the Turkish buyer;
Force Majeure risks are defined in the Georgian Civil  ode (limited to natural 
disasters, and military intervention, etc.)
The draft ESA would excuse parties from liability for short periods of “emergency 
situations” and agreed maintenance outages.
The TDA may include a compensation provision for those times that the 
Transmission Licensee does not provide applicable serv ces (except for those 
conditions excluded by the TDA).

In summary, the HPP is not taking on financial liability to the Turkish importer if there 
are problems on the Turkish side of the border that result in reduced deliveries.  The 
HPP is, however, at risk for receiving lower revenues    the Georgian market during 
those times than if it had been able to export the sch duled electricity.  Further, the HPP 
is potentially at risk (depending on its ESA) to the T  kish importer if a problem on the 
Georgian side (for example, the outage of a large transmission line or generator) 
causes the curtailment and GSE does not pay compensati   to the HPP.

The ESA negotiation will be critical in determining the non-delivery risk faced by the 
HPP.  Finding a way to manage the risk of Turkish mark t price uncertainty for non-
delivery (whether caused by the HPP or not) is essenti  .  It also seems that discussions 
should continue among stakeholders to ensure that the  ettlement process protects 
HPPs from export curtailments that did not result from the HPP’s failure to perform.

Future action: Review sample BRP agreements to assess the risk management 
potential in the event of non-delivery.

Parties: PMUM/EPIAS and Takasbank, market participants

•

•

•

•

PMUM/EPIAS – TAKASBANK ARRANGEMENT
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7 Takasbank web site description

Description: Istanbul Settlement and Custody Bank Inc., or Takasban , provides 
clearing, cash and settlement services, custody servic s and investment banking 
services. Takasbank is the central counterparty of Turkish Deriv  ives exchange 
(Turkdex), which will merge with the Istanbul Stock Exchange under the Borsa Istanbul. 

Takasbank does not however, act as a clearing house for the Turkish electricity market 
at this time. Takasbank is the “central reconciliation bank” used by PMUM (and in the 
future EPIAS) and electricity market participants for the purpose of making payments in 
the market.  Within the scope of cash settlement services:

“Market participants perform clearing transactions of the debt arising from the 
market activities by connecting the system of Takasbank;
Market receivables are transferred automatically to the intermediary bank 
accounts the participants notified to Takasbank;
The participants may query the information about recei     /payable arising from 
the market activities, default reports, and assignment and assurance information 
instantly from the system of Takasbank.”7

It is anticipated that Takasbank will perform the same services for EPIAS as it does for 
PMUM.  It is also conceivable that at some point in the future Takasbank could become
the clearing house and central counterparty for the Turkish electricity market.

Description: PMUM, a department within TEIAS, currently operates the day-ahead 
market, the balancing power market, and the ancillary services market. PMUM is the 
central counterparty for day-ahead-market and balancing power market trades.  

A new entity, EPIAS was created under Electricity Market Law No. 6446, published in 
March 2013.EPIAS will operate and act as clearing house for the day-ahead and 
intraday markets in Turkey. PMUM will continue to operate the balancing power and the 
ancillary services markets. EPIAS will be responsible for the financial settlement of each 
of these markets. Takasbank will continue to operate as the central settlement ban  
both for EPIAS and PMUM.  The Istanbul stock exchange, which will take a stake i  
EPIAS, will trade derivatives.

The energy market regulator will be actively involved    setting up of EPIAS and in 
approving its technical operations and regulations.

•

•

•

PMUM – EPIAS TRANSITION
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TURKISH IMPORTER MARKET ACTIVITIES

Description: PMUM/EPIAS is the Turkish market operator. TEIAS, as transmission 
system operator, carries out planning, dispatch and operation services in Turkey.   
TEIAS also owns and operates all transmission facilities in  urkey.

With respect to Georgian exporters, the Turkish import r is the entity that interacts 
directly with PMUM/EPIAS and TEIAS. The Turkish importer will be required to be 
registered as a wholesale entity within the Turkish electricity market and comply    h 
TEIAS’ transmission rules and procedures and PMUM/EPIA  market rules and 
procedures.  Therefore, from an operational perspective, it is critical to harmonize the 
provisions of the ESA with respect to scheduling and other operational procedures with 
the rules and procedures in the Turkish electricity market.  Therefore it is important that 
HPPs develop an understanding of the relevant Turkish market rules.

Information regarding the Turkish transmission activities and market rules is contained 
in “Turkish Electricity Market Review”, November 30, 2012 by Deloitte Consulting as 
part of USAID’s Hydropower Investment Project.  This report is available at attached as 
Appendix 3 and is available at .hydropower.ge.
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Attachment 1- Overview of Energy Supply Agreement
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Attachment 2 - Template Consolidator Agreement

Direct Agreement on Electricity Export 

Definit ion of Basic Terms 

Article 1. General Condit ions 

Tbilisi

_______ 2013

On one hand, ______ (hereafter in the text “buyer – consolidator”) represented by _____ and on 
the other hand ______ (hereafter the “seller” in the text) represented by ______, by affixing 
signatures to the present agreement, acknowledge and agree on the following: 

Basic terms and concepts on electricity export provide  in the present direct agreement shall 
have the following meanings: 

Agreement – the present direct agreement executed between the parties on electricity export 
and all of its annexes; 

Delivery point – physical point, in which the ownership right of the el   ricity delivered consistent 
with the present agreement, is transferred from the seller to the buyer-consolidator. 

Balancing year – period, which starts from September 1 of the calendar  ear and ends on 
August 31 of the following year, as determined by the  espective legislation. 

Market Rules – Electricity (Capacity) Market Rules approved by the Ministry of Energy and 
Natural Resources of Georgia. 

ESCO – JSC Electricity System Commercial Operator. 

Export agreement – agreement which has been executed between the buyer-consolidator and 
the respective party and envisages export of electricity generated in Georgia outside its borders; 

Concepts and terms provided in the present agreement are used with meanings as prescribed 
by the law of Georgia on Electricity and Natural Gas a d the respective bylaw normative acts 
issued by the National Commission Regulating Energy an  Natural Resources, with the 
exception when the term is clearly and directly construed in the present agreement. 

1.1. The present agreement regulates the terms, rules of selling electricity by the seller to 
the buyer-consolidator and associated financial and legal issues. 
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Article 2. The Subject of the Agreement 

Art icle 3. Metering of Electricity 

2.1. According to the agreement, the seller sells elec ricity and the buyer-consolidator assumes 
obligation to purchase electricity, for further export  n the republic of Turkey and ensures full and 
timely compensation of its cost consistent with the price, rules and terms established by the 
present agreement. 

2.2. Capacities of the electricity envisaged by the ag   ment (hereafter “export capacities”) 
during the balance year, per respective settlement per  ds (months) is provided in annex 1. 

2.3. Capacities and cost of the electricity indicated i  annex 1 during the balance year may not 
be amended, unless otherwise established in Article 6  nd 7.1.5. In such case, the seller is 
obliged to notify the buyer-consolidator in writing on time and upon mutual consent, draw up 
respective supplementary covenant to the present agree ent, which shall be put into effect 
upon its registration by the dispatch licensee in a du   anner. 

2.4. Forecast schedules of the electricity to be delivered according to clause 2.2, also daily and 
hourly capacities of electricity to be delivered, shal  be specified and agreed by the parties 10 
days before the settlement period begins. 

2.5. The term envisaged in Article 14.5 of the Market  ules apply to the capacities indicated in 
annex 1 of the present agreement, in particular, despite the incomplete export or complete 
failure to export of electricity, the buyer-consolidator is obliged to compensate the seller the f  l 
contractual cost of electricity delivered according to the present agreement which shall be 
calculated as the difference between the full contractual cost of electricity and the actual total 
cost of balance electricity sold by the seller to the  SCO and or other party, if the balance is 
positive. 

2.6. The buyer-consolidator is exempt from the obligation envisaged by clause 2.5 if generation 
of electricity to be delivered commensurate with annex 1 of the present agreement and/or 
supply of the generated electricity failed due to the    lowing reason(s): due to action(s) and/or 
negligence of dispatch, transmission and distribution licensees also breakdowns in the 
transmission and/or distribution grid and/or repair-preventive works, low water and other force-
majeure circumstances. 

3.1. Electricity actually delivered by the seller to t   buyer-consolidator consistent with the 
present agreement, should be metered and recorded by m  ns of the settlement meters 
installed and maintained commensurate with the market   les which at the same time represent 
the “delivery point”. 

3.2. The seller  is obliged to inform the buyer-consolidator for the past 24 hour period, on daily 
basis, using any means of communication (email, telephone, fax, short message service) on 
capacities of electricity (in kWh) recorded by the electricity meters installed at the  elivery 
points. 

3.3. The seller is responsible for the delivery of electricity including its own power station 
transmission or distribution grid connecting busbars. 
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Article 4. Electricity Acceptance Certif icate 

Art icle 5. Sett lement Rule 

Art icle 6. Force-Majeure 

4.1. The electricity sold on the basis of the present agreement is reflected in the hand-over act 
of electricity generation, expenditures and supply processed and authorized between the seller 
and respective entities according to the rules and terms established by the market rules. 

4.2. Taking into account the data of the act indicated    clause 4.1., the seller shall submit to the 
buyer-consolidator duly processed and authorized bilateral act for affixing signature within 5 
calendar days after the settlement period expires. 

5.1. The rule on preparing invoice and submitting is r  ulated by the tax legislation, thereby the 
invoice shall be issued on the basis of the bilateral  cceptance certificate indicated in clause 
4.2. 

5.2. The cost of electricity supplied according to the present agreement is ___ tetris per kWh
VAT exclusive. 

5.3. According to the present agreement, the cost of e ectricity delivered per each settlement 
month is calculated by multiplying the cost of electricity provided in clause 5.2 (tetri/kWh) by the 
volume of electricity (kWh) recorded in the acceptance certificate for the respe tive settlement 
period and agreed by the parties. 

5.4. The buyer-consolidator, no later than in 25 calendar days after receiving the respective 
settlement document, however, no later than before 30th date of the following settlement month 
is obliged to compensate the seller the cost of purcha  d electricity. 

5.5.  In case of disagreement with the data provided in the invoice, the authorized 
representatives of the buyer-consolidator and the seller shall immediately meet and try to 
regulate the issue. If the disagreement cannot be settled during 15 days after issuing the 
invoice, the buyer-consolidator or seller may file a case to resolve the   spute.

5.6. According to the terms of the present agreement,  n case of failure to pay the cost of 
electricity and any associated payables, incomplete payment and/or violation of the payment 
term, the seller shall notify the buyer-consolidator and after 10 days from the receipt of such 
notification, in case of failure to recover the debt, the buyer-consolidator shall pay to the ___ % 
of the overall debt amount for each overdue day. 

5.7. All payments envisaged by the present agreement should be transferred to the bank 
accounts of the seller and the buyer-consolidator indicated below. 

6.1. In the present agreement, insurmountable power or  ccurrence for either party means such 
event or circumstance which cannot be duly controlled  y the given party; which cannot be 
prevented, stopped or improved, despite the due efforts of the given party, and as a result of 
which or due to which any of the party fails to perform its contractual obligations. The 
insurmountable power includes but is not limited to th     lowing: 

6.1. 1. The war, military actions, blockade, mobilization, requisition or embargo; 
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6.1.2. Rebellion, revolution, unrest, military and usu ping authority or the civil war; 

6.1.3. Violation of the public order, civil unrest, sa otage; 

61.4. Terrorist acts; 

6.1.5. Lightning, fire, explosion, storm, wind, f lood, low water, earthquake, thunder and other 
natural disasters; 

6.1.6. Technical breakdowns caused by the reasons indicated above, which significantly reduce 
the generation of the electricity. 

6.2. In case of force-majeure circumstances, the affected party, which fails to perform its 
obligations commensurate with this agreement, shall immediately notify the other party on force-
majeure occurrence. The notification shall include reasonable details of force-majeure 
circumstances, preliminary estimation of the affected  iabilities, including the preliminarily 
calculated duration of possibility of performance of such liabilities and the other i   es. Impact 
of the force majeure circumstances or termination of the agreement on the basis of force-
majeure circumstances, does not exempt the buyer-consolidator from the obligation to pay the 
cost of electricity delivered before the occurrence of the force-majeure situation. 

6.3. In the event the force-majeure circumstances last for more than 2 weeks, the  arties are 
entitled to terminate the present agreement following  he procedure prescribed in Article 9.4 of 
the present agreement. 

6.4. In the event of insurmountable power, the party w ich is affected, shall immediately but no 
later than 10 business days, in writing, notify the other party on s ch power or occurrence with 
indication of facts and data, anticipated results and duration, and for the    lowing 1 month, shall 
submit the respective document evidencing the insurmountable power issued by the Georgian 
chamber of trade and/or the respective authorized entity. 

7.1. The seller shall: 

7.1.1. Deliver to the buyer-consolidator the volume of electricity determined by t e present 
agreement, commensurate with the schedule provided in  nnex 1 and the price indicated in the 
agreement; 

7.1.2. Not terminate or suspend the agreement for the   ason to sell electricity to the other 
party. At the same time, the seller is entitled, in ag eement with the buyer consolidator, to sell 
the electricity generated above the maximal capacity envisaged by the present agreement to the 
third party. 

7.1.3. In the event the seller executes the agreement    h any third party and sells electricity 
without informing the buyer-consolidator on such, which might cause failure to per   m the 
obligations assumed under the export agreement on behalf of the buyer-consolidator, the seller 
is obliged to compensate the buyer-consolidator all debts generated as a result of the in  cated 
failure, among them those envisaged by the export agre ment. 

Article 7. Rights and Obligations of the Parties 
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7.1.4. In the event the seller fails to perform the obligation indic ted in clause 7.1.1. except for 
the reason of force-majeure circumstances indicated in Article 6 of the present agreement, for 
the purpose to avoid the damage, it shall immediately   tify in writing the buyer-consolidator on 
such, so that the buyer-consolidator shall with its own forces fill the create  gap from the other 
sources; Thereby, in such case, the seller is obliged    compensate the buyer-consolidator the 
additionally paid cost when purchasing electricity from the other source and/or ESCO, which 
shall be calculated as the difference between the cost of electricity  determined by the present 
agreement and the cost of actually purchased electrici y. 

7.1.5. Immediately notify the buyer-consolidator on irregularities and curtailments created in the 
supply of electricity. 

7.1.6. Use all available measures and efforts to keep  ll facilities under its possession or 
disposal in the operable conditions; 

7.1.7. Immediately inform the buyer-consolidator on the necessity of conducting the urgent 
repair and preventive measures for the production faci ities and also notify on partial or full cut 
off of power supply as a result of such works; 

7.1.8. Prior to executing the agreement, or prior to its extension per rule envisaged by this 
agreement, shall in advance agree with the buyer-consolidator the schedule of planned repairs, 
which will be reflected in the power supply schedule (  nex 1), thereby, shall use all reasonable 
efforts to prevent planning of the repair works during the period of electricity export by the 
buyer-consolidator; 

7.1.9. By the end of each settlement month, under the  ule envisaged by the present 
agreement, together with the buyer-consolidator shall draw up the Certificate of Receipt
consistent with the present agreement on the volume of the supplied electricity; 

7.1.10. Due to the reason that the export agreement ex cuted by and between the buyer-
consolidator and the Turkish party envisages supply of electricity during ___ and according to 
the market rules, the balancing year covers the period from September 1 through September 1 
of the following year, the seller is obliged to sell the electricity generated during ___ of the 
following balance year(s) to the buyer-consolidator for the price and terms determined by the 
present agreement and the relevant additional agreemen  shall be executed between the 
parties. 

7.1.11. The seller is not exempt from the obligations  nvisaged in Article 7.1.1 and the terms 
envisaged in Article 7.1.3 shall apply to it if the re son of its failure to supply the electricity is 
caused by the failure of the respective distribution licensee to perform its obligations imposed by 
the law and/or failure of the buyer to perform the obligations assumed against it. 

7.2. The Buyer-Consolidator shall: 

7.2.1. Consistent with the terms of the present agreement, timely and fully pay the due amount 
to the seller; 

7.2.2. Timely notify the seller on such irregularities and obstructions which partially or fully limit 
acceptance of the volume of electricity envisaged by t   present agreement; 
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7.2.3. By the end of the settlement month, under the r le envisaged by the present agreement, 
together with the seller shall draw up the Certificate of Receipt consistent with the indicated 
agreement on the volume of the supplied electricity; 

7.2.4. During the effective term of the present agreement, shall not establish such contractual
relations for the electricity trading with the other p rty, which might affect purchase of electricity 
in volumes envisaged in Annex 1 from the seller; 

7.3. Both the buyer-consolidator and the seller are obliged to maximally adhere to the least cost 
principle in the contractual relations, in order to avoid any kind of damage which  ay be 
incurred due to failure to generate the electricity and or failure to export the electricity. 

8.1. The agreement should be executed and construed consistent with Georgian legislation.

8.2. The buyer-consolidator and the seller shall exercise all due mea  res to resolve all 
disputes or disagreements amicably, which may be arise  with regard to the present agreement 
and or any other issue associated with the present agreement. 

8.3. In the event the parties fail to reach the agreem nt, within 30 days after the dispute is 
arisen, any party, for the purpose to resolve the disp te, is entitled to address the court of 
Georgia according to the established rule. 

9.1. The present agreement is enforced as a result of     signing by the parties and registering 
on behalf of the electricity dispatch licensee accordi g to the rule established by the legislation 
and shall be effective until November 1, 2013. 

9.2. Expiration of the effective term of the agreement    its termination for any reason does not 
affect the obligation of performance of financial liabilities or responsibilities arisen before the 
termination of the agreement; 

9.3. The agreement shall be automatically extended for one year if the parties do not agree one 
month in advance on its termination

9.4. The present agreement may be terminated prior to   e date any time upon mutual written 
consent of the parties. 

10.1. If any provision of the present agreement or its part or its use against any party is not legal 
or its performance is impossible, all other provisions of the present agreement as reasonably 
possible shall be considered as effective and enforcea le or shall be construed in a manner to 
maximally preserve the legitimacy of other provisions    the agreement and the possibility of 
their enforcement; 

Article 8. Dispute Resolution 

Art icle 9. Effective Term of the Agreement and its Ter ination 

Art icle 10. Other Terms 
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10.2. Performance of the terms of the present agreement is bi ding for the parties and for their 
legal successors. It is not permitted to assign the ob  gations envisaged by the present 
agreement to the other parties, without prior written consent of the other party. 

10.3 All notifications related to this agreement or other written mails shall be made in writing and 
deemed as delivered at the addresses indicated below. 

_____
_____, Georgia
E-mail: __  
Fax: _____

,,...............“ 
Georgia,.......... 
e-mail: ..............
Fax:.......................

10.4 Any modifications and addenda to this Agreement  may b  made based on the written  
agreemet executed between the parties and shall be registered with the Diapatch Licensee.

10.5. The present Agreement is regulated and construed consistent with Georgian legislation.. 

10.6. The present Agreement has been drafted in four counterparts in Georgian each having 
equal legal value, each copy to be deposited by the parties, ESCO and Dispatch Licensee  for 
registration. 

Buyer – Consolidator 

,,Seller“ :

Buyer - Consolidator Seller
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Annex 1

1. Electricity (capacity) purchase forecast schedule from_____, 2013 through _____ 2013 
shall be identified as follows: 

Volumes identified in the Item 1 of this Annex are presumptive and the deviation is in the range 
of 
of +/-10%. 

Month Volume (kWh)

2013 

:

Electricity Export Direct Agreement Executed by and betw een and … ___ in 

Buyer - Consolidator Seller

Total
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Annex 2

1. In the forecast schedule of the electricity (capacity) purchase indicated in annex 1 to the 
direct Agreement on electricity export executed by and between _____ and “--”, the 
following capacities shall be additionally included for the period of _____, 2013 _____: 

The capacities indicated in the present agreement are  resumptive and the deviation is in the 
range of  +/- 10 %. 

2. The present supplementary Agreement N1 becomes effective as of the moment of its 
registration by the dispatch licensee and shall be effective until _____, 2014. 

3. All other terms of the agreement shall remain intact. The present supplementary agreement 
is the inseparable part of the agreement and shall be construed together with it. 

Supplementary Agreement #

Betw een _____ and “ ---”  Regarding the Direct Agreement on Export of Electricity 
Executed on _____

Month Volume kWh
2013 

Attachment 3 - Turkish Electricity Market Review
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USAID Hydropower Investment Promotion Project (USAID-HIPP) 

Deloi tte Consul ting Overseas Projects - HIPP

11 Apakidze Street, Tifl is Business Center

Tbilisi, 0171, Georgia
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